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Mr. 3im psher, Executive cdnswntp'. . . 

3.200 *est Washington S. - .  W-04254A-04-b270- . . 

.. * . .  . OCJ 2 5' 2004 
Arizona Corporation Commissim- . *  Utiliies Diision . .  
PhbencpC, AZ 85007. - . . * .  ' "W-O2064A&&Q270 * ~ 

. -  
RE: .'Montezur& Estates property Owners' &at& (MEPOI\.); .@id~led. A&. heaf.ms 'of . . 

of Conveniencg-Bnd N e e s R j h ~ . .  . - October 284'2004 @ SelC.Its --and Trandkr It's certificate- 
Monkuma'Rinlrock Water Company (MRWC). 

Dear Mr. Fish&: 

ACC's'-o&$ght of the appl'otion and .wMmate approvaJ- of fhe party that is approved to' * 

purchase MEPOA's Water-systiem is an important matter to We &iderrtlS, prdperty ownkrs, and- 
in- in M ~ O A  sewice area. s he C;ammission his treated ii as an'impolltant'mattei'am 
in the July 8* hearing colxem abijrit'w fin&~&l capabi l i  of .the 'applicant and I 

continM the hearing. -.a pro~erty owner's -*ndpoint't8e fina-1 stabiiity and . ~ 

'- m~ateci ~perathrg capacity .of-* prospective buyer is -par'tiaularty imports-nt. in (A) , 

~esohring concernsrelating to ttk present avaibtrtewa~ sum f ~ r  MEPO/US service area, and- 
(B) Meeting the *bqw arsenic level 6egulatiOnS~~ich b&wne efkctiw in +January, 2006;.nieSe - .  * 
two'matters as wet1 ;ss the effectiveness *of MEcioAs ~ I T I  tn wng 9ut qua!- buyers are 
discussed betow. Sources for the infomation p&r@d are a W@IV of thetranscript of th& July 
8,2004 hearing on this tkatker and --ga'med as d test& of being a'pmperty owfier in . .  
the.service area: 

AS to wak& suppry MEPOA lms .i wells d&at@g. Well' #l is pum@$- 35. GPM & Well #2 
. operates at -12 GPM f ' ~ r  a total pumping' rat6 of 47 GPM. Irp-recgmt years; W ~ H  '#2 tias tieen s- 

rewo&ed at-an approximate costOf~$22,000, howeW the well will stilt occasionailjr pmp dry. . 
This pumping rate is bas'icaiEy e half. of what abttiid in 1999 when W1 #I was'&@ppe& foi . 

88 GPM and Well # 2 wag at 16.GPM'for a tobl pumping 'tate of 1oQ GW. Possible-ca'uses for 
the decrease in M ~ S  pumping iak indude (a) the additional Wel~s ~ r i i ~ t i o .  the- 
didences .being consbuceed in the adjamnt 22040t, $85 acre ?under M-dge Development, (b) . 

by the wxmt i e s e  in increase' in .building in -&e M@OA sewice aka as mdenced 
. . new service connections to arI ann& level of 18,. and (c) the. dontinuing drought 'that has been . 

mnilig in ~r'lzona. Thunder ftidge- 
that source could &t worst. I n f o m ~ & a i l a ~  to thB writ& (nor does he have the' 
technical expertise) to.-detRlmine'how effective the.current system'is fn m e & ~  the pe&k 
d m n d  of. its 130 sew& connm.ons. Howevet a ."batk of-h  'envdope" .&lation -utiliing 
the above' current pymping rates. and.Ser?jice'cdnnectSorrs indicae  if the- system were pufiping. 
24/7, 365 days a year therti would be just under s-Wt~nths of an acre foot ahifable, on dn 
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annual basis to each service~&nnectiori..-This amilab.rrii appgars to.& on the low a of 
desirable, -even before cmsW+ng how practid it is to as'sume pumping at fdf capacity 24. . 

-be con& about the system's capacity and it appears itcould be a r e t a w  expens& mamr 
to resotve'which wouM require a firiancial strong party. - - 

&to meting tke neb imemic ievel-reguls?tiona.wh~ beao~l;re in J&W, ; 
2006,. MRWC-has i n d i i  they a& considering the system tg&d at Black Canyon, whkb is a . 
type of reverse osmisis (WO) filteriii system that is installed'at each meowner's m t i a l  
water connection. At' an October 14,-2004 MEPOA pubic meeting concemin@-the features 'cif 
this system I beliewit was stated this type.of'syskm requi- the water provizier to @erbm 3 
on site mainterpkx?.'procedures .peiyear, 2 tests- at.6 month rnimtals to chsrnine-if the 
system is .functioning, and- one annual-change' of the filter. From a layman's.standpoint; 
assuming MEPOA's present coritdim count,. R'&.that there would 
this type of R/O systern'au~ maifunction. mi tiompares to one possible qtaff~nctionjng soure 
utilizing a cenhl arsenic treatment'plant where the water is brought to am@abie arsenic 
lev& at the wellhead or a ce&al distribution point. From €he aspect of pubtichealth, I would , 

suspect.that a central arsenic treatment plaht ww@ bechecking arsenic levels m frrxluently . 
that once each six months. Addtionally the' water pmGic?er would be required to perfbw .a 
significant number of rriaiiiterrance' sewice calk on *.the. R/O type syswns-each .year. At a 
minimum, assuming. the @resent pnnection aunt, and that both a fbxtioning check aiy! filter 
c h a m . m t d  be clombineij-in me visit the water ~ ~ - H I M I W . ~ ~  required to provide a 
.minimum of 260 on site sf"svice visits each year,. Making a m ~ m t s  to-gain d to a .  
widence to do'maintenance could 6 a hassle to the wat& prngja~. Atthe same timef . 

. the periodic maintenance checks .could be a pmblem for the homeoymr who wants/needs @ 
be at their home to p+vide access for a.serviceman. wjttt n u m b  two *eam&/singe . . 

-famiry situations fxevalenk in hday's society, where rb ow is home during the wwking day, 
there could be numeh>lCs times *a MEPOA homeovrnerwiH r h i i a  day's pay to be-present 
to provide access to zi serviceman. My understanding is the initial cost of a 'en#@ a m k  - % .  

bwjtment plant is greater than the type of Ft/O system .being .considered . by -the applint. 
However it seems it would be prudent'ta qortsidw both 
maintenance costs.of servicing multjple ir@ii.ml.on mstomer site R/O systen?s'in. H i n g  
which system is better in the Io-ng run'for the MEPOA service area. Regardless of W t i i  type of 
arsenic treatprent system -is used a financial shng  party .will be required to implement the - 

The of MEPOA'S: -'-in seeking oui a qualm finandally 99~)rd 
.buyer for its water system would be questioned by any reasonable observer. f have heard two . . 
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"History of the w a ~ ' ~ m p a n ~  presentations made by tong time area m. In bO'ah cases 
the parties *mentioned- that twice (the la$ time in 19991 in MEPQA's 20 year operating hisfbry 
Arizona Water Cmpa'ny (AWC), w h ~  owns the Rimrodrwater sysbem adjacd to MEPOA's 
service-area, .has txxm a p p e  for as~stance/acivi~ on-the M ~ A  water sy&m and to 
see if AWC had- any'interest i6 aclquiring/w Wing the system o*. fn an April, 1999 Hkr, 
AWC indicated that due 'to' MEFQA's. water supply a d i .  kewk and the then water SLippIy . 
capacity of their: Rimrock system they were not in acquiring - M m &  system. 
Howewer, in #&e Samehtter AWC i n d i i  .that wen additsonaf d r  supplies were 

onthepc&biliiof-AWC available in their. Rimrod< syskm they would. like to renew dtscussrarts 
providing water sewice to N o n t e z u ~  E3tates. In tM January 9, :2004 MEPOA. meeting with . 

Property owneis to di- the votie on the iMp&dirtg sa!e to MRK, I: asked the questiOn.if 
any effort had- been. made -to mark& the system to- oneW the area's' &bli&d water. 
companies. The reply fpm the M E p a a  prrzbbent;Was &zit r;lo one but MRWC was inkrest& in 
acquiring the system. Later. in January, f contadted..Lee H&i& Superintend& of AWCs . 
Sedona office and learned they.would be open to &iuating if MEPOA!s could be e m b i d  into 
their Rimrock systlem, and -'on the results t$ that 'kvaluaiion entering negqtiations te * 

acquire the MEPOA syskm. R is dffiark tib understand M y  "s.BOard did not make the - 

Same contact with AWC, espeMly since MEPoA had cxj.gQcted' AWC 'before, and it. was a _- 

recentiy developed a well with signstscant capacity. 

At the July 8m .ACC .hearSng, MEPOA w a s . ~ u e s k d  to Owain a m~ &,-*some &t ob 
communication from Arizona' Water with 'respect to their .interest in the u t i l i ,  if..anV. 
Presumable haw on a contact made MEPOA management, WitrMm M. GarfieM, m t  of 
AWC, furnished an- August 5, 2004 letter to ACC m whkh he .indicated The Company is 
interested in pursuing the acqubition of @e Montemma ESMXS water system 'ifthe 

. is also interested." The ACC fiimished.AWCs f e r  of interest to the parties involved VV& the 
application on August 12, 2004:On September 29, 2004, I conta&d .Mr. . G a W  and asked 
how the evaluation and acquisition of MEPiOA's water -syStem- was prbceeding. H e  told me that 
AWC did not yet the acquisition tfvaluation information they had requested .fron. M E P W .  
Concemecj'wRh . the  anbunt of time that passed'without AWC being-able to obtain that I 

information, I -ccjntacted Douglas' C. FitapatridG MEPOAs attorney that day and asked him to 
folbw up oh expediting -the furnishing of-the' necessary inbmatmn - 'td AWC, Mr- iitzpatrid< 
advised me on Ckober 11, 2QoQ that #&i had-beerr dwre. Given MEFOks delay -4n 
providing informatson ta AWC, k can be. questioned whether AWC will have 

offier 
b e f o t e t t r e n e x t ~ u ~  appri=-.ot-tmrm, 2004 

MEPOA's Votunteer BoaKi has-done-a d&nt job, g-h- the UreQ~nces ,  .for a hng time of . 
coping we& the dfimlt situatbn of providing water service to the community mile utilizing 
pri@rily a volunteer work for-rle, f-fmmer, the pmperiyowner's in MEK3A's area should . 
have the opportunily to& sewed by an established c&mpany.sui=h as AWC. AWC began doing. 
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business in /.iiimm in 1955, and .Cum w* -water. 
throughotk the state; The size of' this' operation ai& them to have the -engineering, 
operational, financial, and -@ai expert& awha@ty .to deal.-v&h.tk many technil and -*.  

operating challenges inyobed with somethirig as.jMoortant ;js providing safe, abundant Wter . 
.' supplits ti0 rum] e t i a i  a m t . . q m d  astmers .HwlngAWCasakv?tersuppkrcouM - 

. 'be .a significant factor in improving the: qk l i i 'o f  life in the MEPOA community as -well as 
providing 'a better base for dev&@r?g the .in- 
and building d v i t y  that. is presently occurring '(and m l t l ~ ~ n u e )  .in-the MEPOA Service ' *  

am: -It. MUM be unibtunati? for MEPOA hotrreowners 
between the indiidwls on NEPOA'Board and the person owning MRWC, W appliont; 
resulted in rejecting awatersyskm buyer other than MRWC. Asubstantial buyerych as AWC, 

' -  . who has adec#ua€e wter suppties tx) Wve .its own, .as welt as MEPOA'S sewice! am, and an 
effective kng term sotution ~ ' t h e  arsenic Cwm@iawe requimnenisE.shouM -.a prOmpt- 
response to requests fpt. information and an.unbias&J cqn+kraim . n& any proposal m-.for 
the acquisition of MEPOA's system.. 

The financW staWlty of the-- of t b  M P O A  w r  system is a-vey @portant 
. issue. MRW, W applkant is proposing acquirhg-the system with 2O%.equity, iitj'tizing a bank- 
. loan securxxf by.the water system, .to firmye the balance of the purchase price. & addition ~ ~. 
MRWC could -@.rather qu-ddy-faced with signific3nt -res. for ?he arsknic and-kakr 
supply issues. The WIt is that MRWC is -thinly capitiillizect for the business risks inw$ved.. I n  - 

the event.of a defbult on the a@uisition loan, home owners in the senrice area could be dealii - _. - 
with the bank as an Owner and operator of the.' system. &t .coulil be even a mbre difficult . 

situation than the present one where ~ m o w n s  a d  operaisthe a& -,.at 
least .in thwry, trave d i m  conirq~ over heir water: supplier. I n  the m- no acquisitibn offer is - 

~ f r o m A ~ , o p a n A W C o ~ i s ~ b y ~ t h e ~ i n ~ r o f : t h e ' M R W C ~ ~ l ~  
the Commiission must seriouslycornsiderthemi+ifara-sign~nt-perfwmanceixmi 
or letter of cred'itfrarn MRWC &a g b n t e e  the fiinan;cSal perfonnarw#r and mMed . .  

.. If you cir thoseapied have any questions cohing.the abcnre, the best way b-mtact me is 

-*in 18 m m & i  . - 

.bhhandletherapsdgnwvth' . - -  

if.& family -ips u. a*&' 

*- 

- .  
. *  . . 

. operating-capabiliiofthe .- applsicant. _. . -  . .  

on my cell at (602)980-1664 or by'erWl at cnsowen@q@st .net - .  . 
1 -  

Owen'L. Cotton . .  

. .  . .  

. .  . .  
. .. . .  .. . 

. -  cc: see next. page 
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